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RECOMMENDATION FOR DISPOSITION

APPEARANCE: M. Jack Cahill of John P. Fitzgerald, Ltd. appeared on behal f
of the Sprinkler Fitters and Apprentices Union Local No. 281.

SYNOPSIS: This proceeding raises the issue of whether real estate assigned
Per manent | ndex Nunber 24-28-102-029 by the Cook County Board of Tax Appeals
qualifies for exenption from 1994 real estate taxes under 35 ILCS 200/15-35.1

In relevant part, that provision exenpts:

All  property donated by the United States for schoo
purposes and all property of schools, not sold or |eased
or otherwise used with a viewto profit.

The controversy arises as foll ows:
On March 29, 1995, the Sprinkler Fitters and Apprentices Union Local No.

281 (hereinafter "Local 281" or the "applicant") filed a real estate exenption

L In People ex rel Bracher v. Salvation Arny, 305 IIl. 545 (1922),
(hereinafter "Bracher"), the Illinois Suprenme Court held that the issue of
property tax exenption will depend on the statutory provisions in force at the
time for which the exenption is clained. This applicant seeks exenption from
1994 real estate taxes. Therefore, the applicable statutory provisions are
t hose contained in the Property Tax Code (35 ILCS 200\1-1 et seq).




conplaint with the Cook County Board of Tax Appeals (hereinafter the "Board").
Said conplaint alleged that the subject parcel was exenpt from real estate
taxation under 35 ILCS 205/19.1 and 205/19. 77

The Board reviewed applicant's conplaint and recomended to the Departnment
of Revenue (hereinafter the "Departnent") that the requested exenptions be
deni ed. On Decenber 22, 1995, the Department accepted this recomendati on by
issuing a certificate finding that the property did not satisfy the appropriate
ownership and use requirenments. (Dept. Ex. No. 2).

Applicant filed a tinmely request for hearing on January 5, 1996. ( Dept .
Ex. No. 3). After holding a pre-trial conference, the Adm nistrative Law Judge
conducted an evidentiary hearing on August 20, 1996. Fol | owi ng subm ssion of
all evidence and a careful review of the record, it is reconmmended that the
subj ect parcel not be exenpt from 1994 real estate taxes.

FINDINGS OF FACT:

1. The Departnment's jurisdiction over this matter and its position
therein, namely that the subject parcel was not in exenpt ownership and not in
exenpt use during the 1994 assessnment year, are established by the adm ssion
into evidence of Dept. Ex. No. 2.

2. The subject parcel is located at 11900 South Laram e Ave., Chicago,
IL 60658. It is identified by Permanent |ndex Number 24-28-102-029 and i nproved

with two buildings. The first (hereinafter referred to as the "main building")

2, Section 19.1 of the Revenue Act of 1939 (35 ILCS 205/1 et seq.) exenpted
"school property[,]" while Section 19.7 of that sane statute exenpted property
owned by "institutions of public charity[.]" Both provisions are, for present
pur poses, substantially simliar to those contained in Sections 200/15-35 and
200/ 15-65 of the Property Tax Code. However, applicant did not raise the
charitable exenption issue in the Pre-Trial Oder (Dept. Goup Ex. No. 5) and
limted its evidence and argument to the "school" exenption. Therefore,
considerations of admnistrative and judicial econony nmandate that further
analysis and discussion of the charitable exenption be elimnated from this
Recommendat i on.

In addition, the Bracher holding requires that this case be deci ded under
the Property Tax Code. As such, | shall cite to the appropriate provisions of
that statute throughout the remai nder of this Reconmendati on.
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is 1.5 stories tall and occupies 33,230 square feet. The second is a 1-story,
1,531 square foot storage building. (hereinafter referred to as the "storage
buil ding"). Dept. Goup Ex. No. 1.

3. Local 281 obtained its ownership interest in the subject parcel
(including both buildings) via a trustee's deed dated April 13, 1994. Applicant
purchased the property because it required additional space to accommpdate the
growh of its local and prograns associated therewith. Applicant Ex. No. 6; Tr.
p. 27.

4, Local 281 also hoped that the purchase would enable applicant to

inprove its journeyman training program Local 281 had been unable to nmake such

i nprovenents before the purchase for |ogistical reasons. However, it did not
actually undertake any inprovenents during the 1994 assessnent year. Tr. pp.
27, 43.

5. On May 1, 1994, applicant entered into a lease with the Joint

Apprentice Comrittee (hereinafter the "Conmmttee"). This |lease runs from May 1,

1994 through April 30, 2004 and provides, inter alia, that:

A. The dem sed prem ses consist of 25,546 square feet of
the ground floor in the main building and 1,492 square
feet in the nezzani ne | evel of sane;

B. The Conmittee is to wuse the space it I|eases for
"[c]lassroons, [s]chool and [a] [t]raining [c]enter "
t hroughout the term of the |easehold, which runs from My
1, 1994 through April 30, 2004;

C. The Cormittee shall pay nonthly rental of $5,000.00 plus
an 81.3% pro-rated share of all operating costs.

Applicant Ex. Nos. 9, 10.

6. Applicant entered into another lease with a separate |essee, the
Automatic Sprinkler Union Local 281 U A Wlfare Fund [sic] (hereinafter the
"Wel fare Fund"), on May 1, 1994. This lease is not scheduled to expire until
April 30, 1999 and covers 3,000 square feet of space on the first floor of the

mai n buil di ng. Applicant Ex. Nos. 8 and 10.



7. The Welfare Fund uses the dem sed prem ses as office space. Its
| ease provides that the Welfare Fund is to pay nonthly rental of $3,000.00 plus
a 9.0% pro-rata share of all operating costs. Applicant Ex. No. 8.

8. Applicant is a nationally-chartered |abor organization that s
affiliated with the AFL-CI O Its international wunion or United Association
[capitalization as it is in transcript] consists of plunbers, pipe fitters and
sprinkler fitters throughout the United States and Canada. Applicant Ex. No. 7;
Tr. pp. 33.

9. Sprinkler fitters who belong to the International Association are
responsi ble for installing and maintaining various types of fire suppression and
sprinkler systenms. Tr. p. 28.

10. Prospective sprinkler fitters nust be at least 18 years of age,
possess a high school diplom, take an aptitude test and submt to a selection
process that includes an oral interview Those selected for the program nust
then undergo a formal training process that begins wth a five-year
apprenticeship. Tr. p. 29.

11. The apprenticeship lasts a mninmm of 10,000 hours. It entails at
| east 1,080 hours of formal coursework and not |less than 32 hours per week of
on-the-job training, during which they earn a starting wage of $10.30 per hour.
This equal s 40% of journeyman's hourly wage, which is $26.32. Tr. pp. 29 - 30.

12. Apprentices continue to earn the sanme starting wage throughout the
first six nonths of their apprenticeships. They then earn 50% of a journeyman's
hourly wage during the next six nonths and 55% of sane throughout their second
year. These wages increase throughout the third and subsequent years until the
apprentice earns journeyman's wages. Tr. pp. 30 - 31.

13. Apprentices conplete their coursework requirenents by attending the
training center which is located in that portion of the main building which

applicant |l eases to the Comrittee. Applicant Ex. No. 9; Tr. pp. 29-30.



14. Apprentices attend the training center at |east one day per week over
a period of three years and three nonths. Their instructors are required to
undergo and conplete a five year training program given under the auspices of
applicant's international union. Applicant Ex. No. 9; Tr. pp. 29 - 30, 33.

15. Instructors who conmplete the program are awarded teaching
certificates in technical courses. These certificates enable the instructors to
teach in applicant's training program and take other courses offered by the
United Association. Tr. p. 33.

16. The training programitself consists of the followi ng units, each of
whi ch consists of various |essons and an examination:® Introduction to Automatic
Sprinklers; Sprinkler System Calculations; The Sprinkler Head; Underground
Piping For Fire Sprinklers; Sprinkler System Water Supply; Readi ng Automatic
Sprinkl er Piping Draw ngs; Types of Fire Protection Systens; Installation of
Sprinkler Systenms; Use and Care of Tools; Sprinkler System Alarns; Job Safety
Awar eness; Residential Sprinkler Systens; Valves and Devices; and Hydraulics.
Applicant Ex. No. 12.

17. During the first year, the apprentices' coursewrk is geared toward
the follow ng objectives: obtaining an awareness of the history and heritage of
the pipefitting trade; instruction in the identification, use and proper care of
appropriate tools; training and devel opnment of skills necessary to install all
types of pipe, tubes, fittings and valves; obtaining an understanding of job
safety and health requirenments; training in soldering, brazing, oxy-aceltyne
cutting; instruction in the fundanentals for solving math problens and the
necessary math for taking pipe neasurenents; achieving know edge of rigging and
signaling; and finally, developing the ability to understand technical and

isonetric drawi ngs. Applicant Ex. No. 13.

For detailed information about each unit, see, Applicant Ex. No. 12.



18. bj ectives for the second year include the follow ng: an introduction
to matter, liquids, hydraulics and the science required to understand the work
of the pipe trades; the ability to understand building plans and draw ngs;
instruction in basic electricity and its practical application on the job; and,
training in shielded netal arc welding. Id.

19. Third year objectives are as follows: advance instruction in
electricity; introduction in the theory and installation of punps and steam
systens; an introduction to the components and devices of the refrigeration
system necessary instruction in refrigeration to prepare for installation and
service work; and, instruction concerning boilers and hydronic heating systens.
Id.

20. Additional objectives for subsequent coursework include: training in
pi pe drafting and bl ueprint reading, instruction concerning hydronic heating and
cooling systens; instruction in air conditioning, including an understandi ng of
heat, humdity, air requirenents and fans; training and use and operation of
pneurmati ¢ controls; devel oping a know edge of the operation and application of
el ectric controls; an introduction to industrial pipefitting and power piping;
instruction in the field of start, test and bal ance; devel opi ng know edge of the
mechani cal instrunment famly; and an opportunity to becone famliar with the use
of the Builder's Level-Transit. Id. [Capitalization is as it appears in the
original docunent].

21. Apprentices who conplete their coursework and fulfill their on-the-
job training requirenents receive journeyman's certificates that enable themto
wor k unsupervised for wvarious contractors, of which there are 65 in the

Chi cagol and area. Tr. p. 30.

CONCLUSIONS OF LAW:

On examnation of the record established this applicant has not
denmonstrated, by the presentation of testinony or through exhibits or argunent,

evidence sufficient to warrant exenpting Cook County Parcel Nunber 24-28-102-029

6



from 1994 real estate taxes. Accordingly, under the reasoning given below the
determ nation by the Departnent that the said parcel does not satisfy the

requi rements for exenption set forth in 35 ILCS 200/15-35 should be affirmed.

In support thereof, | nake the foll ow ng concl usions:
Article IX, Section 6 of the Illinois Constitution of 1970 provides as
foll ows:

The CGeneral Assenbly by law may exenpt from taxation only
the property of the State, units of |ocal governnent and
school districts and property wused exclusively for
agricultural and horticultural societies, and for school,
religious, cenetery and charitabl e purposes.

The power of the General Assenbly granted by the Illinois Constitution
operates as a limt on the power of the General Assenbly to exenpt property from
t axati on. The General Assenbly may not broaden or enlarge the tax exenptions
permtted by the Constitution or grant exenptions other than those authorized by

the Constitution. Board of Certified Safety Professionals, Inc. v. Johnson,

112 111.2d 542 (1986). Furthernmore, Article IX, Section 6 is not a self-
executing provision. Rather, it nerely grants authority to the General Assenbly
to confer tax exenptions within the limtations inposed by the Constitution.

Locust Grove Cenetery Association of Philo, Illinois v. Rose, 16 1l1.2d 132

(1959). Moreover, the General Assenbly is not constitutionally required to
exenpt any property from taxation and may place restrictions or limtations on

those exenptions it chooses to grant. Village of Oak Park v. Rosewell, 115 II1.

App. 3d 497 (1st Dist. 1983).

Pursuant to its Constitutional nandate, the General Assenbly enacted the
Property Tax Code 35 ILCS 200/1-3 et seq. The provisions of that statute that
govern disposition of the instant proceeding are found in Section 200/15-35.

In relevant part, that provision exenpts the follow ng:

All  property donated by the United States for school
purposes and all property of schools, not sold or leased
or otherwise used with a view to profit. (emphasi s
added) .



35 ILCS 200/ 15- 35.

It is well established in Illinois that a statute exenpting property or an

entity from taxation nust be strictly construed against exenption, wth all

facts construed and debatable questions resolved in favor of taxation. Peopl e
Ex Rel. Nordland v. Honme for the Aged, 40 1l1.2d 91 (1968); Gas Research
Institute v. Departnent of Revenue, 154 11l. App.3d 430 (1st Dist. 1987),
(hereinafter "GRI"). Based on these rules of construction, I[1linois courts

have pl aced the burden of proof on the party seeking exenption and have required
such party to prove by clear and convincing evidence that it falls within the

appropriate statutory exenption. Metropolitan Sanitary District of Geater

Chicago v. Rosewell, 133 Ill. App.3d 153 (1st Dist. 1985).

An analysis of whether this applicant has net its burden of proof begins

the followng definition of "school[,]" originally articulated in People ex rel.

McCul | ough v. Deutsche Evangelisch Lutherisch Jehova Geneinde Ungeanderter

Augsbur gi scher Confession, 249 11l. 132 (1911), (hereinafter "MCullough"),

which Illinois courts have used to analyze clains arising under Section 200/ 15-

35 and its predecessor provisions:*

A school, wthin the neaning of the Constitutiona
provision, is a place where systematic instruction in
useful branches is given by nethods conmmon to schools and
institutions of |learning, which would nake the place a
school in the commpn acceptation [sic] of the word.

McCul | ough at 137. See also, People v. Trustees of Schools, 364 I11l. 131

(1936); People ex rel Brenza v. Turnverein Lincoln, 8 IIll. 2d 188 (1956),

(hereinafter "Brenza"),

4, As noted in footnote 1, only the Property Tax Code, 35 ILCS 200/1-3
et seq, governs disposition of the instant case. However, it should be noted
t hat the Revenue Act of 1939, 35 ILCS 205/1 et seq, contained statutes governing
property tax exenptions for the 1992 and 1993 tax years. The exenption
provisions for tax years prior to 1992 were contained in Ill. Rev. Stat. 1991
par. 500 et seq. These provisions, as well as their predecessors, were repeal ed
when the Property Tax Code took effect January 1, 1994. See, 35 ILCS 200/ 32-
20.



One nust al so recogni ze the econom cally-based policy rational e whereby our
courts have justified the exenption of "schools[.]" This rationale, best

articulated in Brenza, supra is as foll ows:

It seens clear fromthe foregoing that this constitutional
tax exenption for private educational institutions was
intended to extend only to those private institutions
which provide at |east sone substantial part of the
educational training which otherwi se would be furnished by
publicly supported schools, academni es, coll eges and
sem naries of learning and which, to sone extent, thereby
| essen the tax burden inposed upon our citizens as the
result of the public educational system

Brenza at 202-203.

Subsequent decisions have sought to enforce this rationale and the
af orementi oned definition of "school" by requiring private institutions, such as
applicant, to prove two propositions by clear and convincing evidence: First,
that applicants offer a course of study which fits into the general schene of
education established by the State; and second, that applicants substantially
| essen the tax burdens by providing educational training that would otherw se

have to be furnished by the State. Illinois College of Optonetry v. Lorenz, 21

1. 219 (1961), (hereinafter "1CO'). See also, Coyne Electrical School V.

Paschen, 12 1II1l.2d 387 (1957), (hereinafter "Coyne Electrical"); Board of

Certified Safety Professionals of the Americas v. Johnson, 112 [Il. 2d 542

(1986); Anmerican College of Chest Physicians v. Departnment of Revenue, 202 111.

App.3d. 59 (1st Dist. 1990); Wnona School of Professional Photography V.

Departnment of Revenue, 211 I1l. App.3d 565 (1st Dist. 1991), (hereinafter

"W nona").

In applying 1CO and its progeny to the instant case, one nust renenber that
the word "exclusively," when used in Section 200/15-35 and other tax exenption
statutes, nmeans "the primary purpose for which property is used and not any

secondary or incidental purpose.” Pontiac Lodge No. 294, A F. and A M .

Departnment of Revenue, 243 IIl. App.3d 186 (4th D st. 1993). One nust also

recogni ze that "[i]f real estate is leased for rent, whether in cash or other



form of consideration, it is used for profit."” People ex. rel. Baldwin v.

Jessam ne Wthers Honme, 312 IIl. 136, 140 (1924) (hereinafter "Baldw n"). Thus,

"[wWhile the application of income to charitable purposes aids the [purported]

charity, the primary use of [the parcel in question] is for [non-exenpt]
profit."” Id. See also, Turnverein "Lincoln" v. Board of Appeals of Cook
County, 358 Ill. 135 (1934); Salvation Arny v. Departnent of Revenue, 170 II1.

App. 3d 336, 344 (2nd Dist. 1988).

The present record establishes that the main building occupies 33,230
square feet. Said record further verifies (via the leases admtted into
evidence as Applicant Ex. Nos. 8 and 9) that applicant |eases 30,038° square
feet of this building to third parties. Gven that the rented portion occupies
90.40% of the total available square footage in the main building,® | conclude
that this structure is primarily used for non-exenpt rental purposes. As such
Section 200/ 15-35(c), which exenpts "property donated, granted, received or used
for public school, col | ege, t heol ogi cal sem nary, university or other
educati onal purposes,” can not serve to exenpt a property, such as the one at
i ssue herein, which is not primarily used for those purposes. Under the sane
reasoni ng then, any argunents based on Section 200/15-35(b), which, in relevant
part, exenpts "property of schools on which the schools are |ocated and any
other property of schools used exclusively for school purposes,” (enphasis
added), nust fail.

One mght argue that the lessee's interest serves to exenpt the dem sed

prem ses under Sections 200/ 15-35(b) and/or 200/15-35(c). However, the |essee

is not the applicant herein. Moreover, the |lessee and the applicant are
>, I derived the 30,038 figure by adding the space leased to the
Committee (25,546 on the main floor + 1,492 on the nezzanine = a total of

27,038) to the 3,000 square feet |leased to Wlfare Fund. Thus, 25,546 + 1,492 +
3,000 = 30, 038.

6 | derived the 90.4% figure by dividing the 30,038

figure.conputed above by the total square footage of the main building. Thus,
30, 038/ 33,230 = .90394 (rounded) or 90.40%
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separate legal entities which use the main building for distinctly different
pur poses. Consequently, Local 281, which does not operate the training program
but rather uses the main building exclusively for non-exenpt rental purposes,
| acks standing to raise the instant exenption conplaint on its |esee' s behalf.

See, Hi ghl and Park Wnen's Cub v. Departnment of Revenue, 206 [Il. App.3d 447

(2nd Dist. 1991).

Applicant refutes the preceding analysis by relying on the criteria set
forth in ICO Wiile 1CO and its progeny provide guidelines for analyzing
educati onal exenption clains, those criteria assume (if not require) that the
subject parcel is being exclusively used for "school" purposes. Thus, these
cases bar exenption where, as here, applicant's use of the min building is
primarily that of a non-exenpt |andlord. Therefore, Local 281's reliance on the
ICO line of cases is msplaced.

It also does not appear that applicant would qualify for exenption under
Section 200/15-35 even if this case were to be decided under the criteria
established in | CO That case involved a school of optonetry, the practice of

whi ch had previously been held to fall within the General Assenbly's regul atory

police powers. | CO at 222, citing Babcock v. Nudelman, 367 Il1l. 626; Klien v.
Departnment of Registration and Education, 412 IIl. 75. Specifically, the court
found that "it was the intention of the legislature to elevate the practice of

optonetry to that of a profession or skilled occupation, simliar to that of
medi ci ne, surgery or dentistry." 1d.

Here, the Ceneral Assenbly has enacted the Illinois Plunbing License Act,
225 1LCS 320/0.01 et seq. (hereinafter the "Act") and thereby subjected the
design, installation and nmai ntenance of certain sprinkler systens to the State's
police powers. VWhile | take adnministrative notice of this statute, Local 281's

evidence fails to disclose that successful conpletion of the Comrittee's
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training program satisfies the legislatively-established educational or
apprenticeship requirements’ for |icensure thereunder.

At most, applicant's evidence establishes only that successful conpletion
of the training programresults in pronotion to journeyman sprinkler fitter. It
does not, however, explicitly or inplicitly prove that those who conplete the
program are qualified to sit for the |icensing exam nation mandated by Section
320/ 9 of the Act. In this respect, then, the present case is distinguishable
from | CO, wherein successful conpletion the course of study enabled one to sit
for the State-mandated exam nation for the profession of optonetry.

In addition, both I1CO and the econom cally-based policy considerations
whi ch provide theoretical support for the two-prong test articulated therein,
require applicant to prove that the training program substantially reduces the
public's tax burden. Applicant presented little evidence on this point, except
to submt that the training program | eads to enpl oynent as journeyman sprinkl er
fitters.

Such enpl oynent undoubtedly provides sone relief to the taxpayers of this
St at e. Nonet hel ess, the instant record contains evidence establishing that
adm ssion to the training programis not open to the general public, but rather,
restricted to those who are selected via a screening process. NMire inportantly,
the record establishes that those admtted to the program are paid wages
t hroughout the duration of their training and that such wages are directly tied
to those of journeynen.

G ven these considerations, | nust conclude that the training program is
i nherently designed to teach certain skills to a select group of prospective
uni on nenbers. As such, its primary focus is providing training to these
i ndi viduals rather than educating the general public. Consequently, any tax
relief attributable to such training is incidental to that purpose and therefore

legally insufficient to sustain applicant's burden of proof.

7, These requirenents, of which | take adm nistrative notice, are found

in Sections 320/10(c) through 320/10(e) of the Act.
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It also bears noting that in Coyne Electrical, supra, the court based its

decision to deny exenption in part on the fact that appellant's instructors were

not qualified "to teach in common schools or high schools of this State." Coyne
El ectrical at 391. In this case, those who teach in the training program nust
conplete a five year training program Even though conpletion of this

particul ar program enables the instructors to teach courses in the training
program and take other advanced courses, the record fails to establish that it
qualifies the instructors to teach in the public schools.

Mor eover , the holding in Wnona, supra, which denied exenption to
applicant's private photography school pursuant to the analyses set forth in | CO

and Coyne Electrical, was partially based on the court's finding that the record

before it failed to establish that appellant offered any courses in general or
adult education as required by the Public Community College Act.® Wnona at
571.

The present record discloses that one unit of the Conmittee's training
program is devoted to mathmatics, an area which is undoubtedly included within
the State's general education schene. Nevert hel ess, the record further

establishes that all of the remaining units are devoted to technical or trade

courses which, by their very nature, do not fall wthin sane. Based on this
and all the aforenentioned considerations, | conclude that the training program
does not qualify as a "school”™ wthin the neaning of Section 200/15-35.

Therefore, the prem ses wherein the Commttee conducts such training is not
entitled to exenption from 1994 real estate taxes under that Section.
The preceding anal ysis does not address whether storage building should be

exenpted under the "reasonably necessary" standard enunciated in Menorial Chid

Care v. Departnent of Revenue, 238 IIl. App.3d 985 (4th Dist. 1992),

(hereinafter "MCM'). There, the court held that appellant's child care facility

8, At the time Wnona was decided, that statute was found at Ill. Rev.
Stat. ch. 122, par. 101-1 et seq. It is currently contained in 110 ILCS 805/1-1
et seq.
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qualified for exenption on grounds that it furthered the exenpt purposes of
appellant's exenpt affiliate, Menorial Medical Center. MM at 991 - 993.

The instant matter is factually distinguishable from MCM in that here, the
main building is primarily a rental property. As such, it is not in exenpt use.
Therefore, unlike MCM (wherein Menorial Medical Center was conceded to have
been used for exenpt purposes), it is factually inpossible for applicant to use
the storage building in a mnner that would facilitate exenpt activity.
Therefore, the Departnent's determ nation, dated Decenmber 22, 1995, which denied
both the storage and main buildings |ocated on Cook County Parcel Number 24-28-
102-029 exenption from 1994 real estate taxes should be affirned.

WHEREFORE, for all the above-stated reasons, it is my recomendation that

the subject parcel not be exenpt from 1994 real estate taxes.

Dat e Alan |. Marcus
Adm ni strative Law Judge
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